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SUMMARY

The Mattonal Bxahanqe Carrier Association, Inc. (MICA) i_

lub.itting these Reply Comments in response to the Coamtaalon'.

IQtice ot PrOJ)Olad RUI••aking in CC DocJcet No. 92-133, Amendment of

'art. 6' and 69 ot the Commission'. Rul•• to Retora the Interatate

Rate ot .eturn a.pre.or iption and Enforcement Proc...... MICA and

aany other coaaentera 1n this prooee4inq atronglY advocate the

retention of the unitary rate of return ba.ed upon 8el1 Operating

Coapany data tor interstate access .ervicea. The u.e of 80C data,

which i. readily available and atatistically acceptable, further.

the C~is.ion objectIve in this proceeding to reduce unnecessary

regulatory burden. on all partiea.

MICA and other co..enter. support the following modification.

to the rate of return entorae.ent aechanislI.: current tariff

review and coaplaint process.a are adequate, and would not be

laprove4 by an auto.tlc retund rule; the Coul••lon ahould apply

the autborIled rate of return on a total Interatate acce•• baal.

tor all rate of return exchange carriers, inclUding the MICA pool.;

~he Co..t ••1on ahould adopt a 100 baai. point bufter lone for ~ot.. l

interstate acce•• earnil'9- enforce.ent and there should be at least

a two-year aonitol'lng period tot' t.raditional rat. of return

exchange carrier., including the NECA pools.

1ft addition, NECA aupport. the USTA proposal tor • 8••1­

autoaatlc trigger -.chani.. that would lead to cea-enc•••nt of a

repreeoription atter a 150 baai. point .mitt in the 81x--.onth

.oving averq. of KoocIy's Aa public utility bond (10"9 ten)

i



yielda, that ia.t. tor .ix consecutive months, commenoing atter the

coaplation ot tbia rUl.makinq. NBCA also support. USTA'. proposal

tha~ 80C Fora Mdata be used to calculate a co.po.it. SOC capital

.truoture and cost of debt for use in rate ot return

repr••criptiona. NECA al.o remain. willi", to assist the

Co.-i••ion, •• 1~ deems nec•••ary, in data-gatherlnq tor the new

rat. ot return pr0ce4ur•••
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Betore the
FEDERAL COMMUNICATIONS COMMISSION

washington, D.C. 20554

RECEIVED ­

OCT 13 ,~-

f':ederal CGrnmu1li r .('
Off~ . ca Ions .....ommlsslon

Ice of the Secretary

In tbe Matter of: )
)

Amendment or Parte 65 and 69 ot )
the co.-l.aion'. Rul.. to Reform )
the Inter.tat, Rat. of Return )
Repr••cription and Enforce_ant )
PrOCI•••S )

CC Dock.~ No. 92-133

The National Exchanqa Carrier Association, Inc. (MICA) sub..-its

th... ..ply Co_ent. in r ••pon.. to the coui••lon·. lfoS;lcI of

rrqpo,od BuI'mAking in the above captioned proceed1nt.' MICA 1.

a not-tor-profit corporation serving every local exohanql carrier

study arl. in the United state., Puerto Rioo and the U.S Vir9in

I.lana. Eacb of theee over 1400 .ember .tudy area. i ••ubject to

the rate of return procedure. under review in this procee41n9.

J. aa.caROUllD·

On Septeaber 11, 119a, RiCA and thirtY-light otber partia.

f'ilect COJUIent. on the CollUli8.ion's JlRti"e which proposes to

ai.p11fy the interstate access rate of return represcr1ption
•

proc•••• 1 MICA atated that it s~pport••implifying thi. complex

1 AaendBent of Part- 65 and 69 ot the comai.sionls Rule. to
Retona the Interstate Rate of Return aepr••crlptlon and Enforceaant
Proce.sea, l2t..1Ge of Progo,ed lulU-king and Order, CC Docket No.
'2-133, 7 rcc Rod 4688 (1993) (Hotice).

I ... Appendix A tor a li.t ot all coamentinq parties and the
abbreviated reterence. used throuqhout this tl1inq.



process, a. long •• the primary objective, ~, deter.ining the

proper rate of return level, 1s not compro.icQd.

MICAI. Comment. demonstrated that the unitary rate of return

based upon eell operating company (BOC) data remalns a necessity

for the exchange oarrier (EC) industry. BOC data, unlike data fro•

••aller oo:apanl••, 1s readily availabla, is generally statistically

acre robust, and 1. better suited tor empirical use. Furt.her, the

collection and u.. of 811aller company data tor rate of return

repr••crlptione i. contrary to a critical objective of thl.

proceedinq -- to reduce unnece.sary requlatory burdens on all

parti•••

NICA alao reoo.ended that the unitary rate ot return b.

applied at a total interstate acee.. level, to beat addres. the

reasonable need. of the NseA pool.. Approxi.ately,. percent ot

the industry i. alre.dy subject to total interstate aonttorinq via

price cap r.9Ula~ion, and the recently initiated requlatory reto~

proceeding proposes to apply t.ot.al interstate aoc••• aonitorinq to

tho•• excbanqe cuarriera that eleot an optional incentive plan.'

Applying the authorized rat. of return at a total int.erstate acce••

level would help too achieve earnings etabl1ity wit.hin t.h. MICA

pool., an laportant objective of the lMny 811al1 company Habers.

The earnings volatility experienced by the pools for year. under

the currant rate of return .yate. result.a fro. the cUtterenc.

between aotual coat. and de.and, submitted 4urinq and after the

J 11.1. Regulatory Ratora for Local Exc:ban9. Carrier. SUbject to
Rate of Return Regulation, Notice Of prgpo••a Rul_king, CC Docket
No. 92-135, , FCC Red 5023 (1992) (Small/Mid·Siz, Notl;e).
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taritf period, ~.latlv. to torecasts used in establishinq aCCQ••

rat•••

MICA al.o .tated that applying the prescription only a~ the

t.otal ln~.r.tate acc••• level would not coapletaly addre•• the

••rnift9. variability experienced by MICA pool participants, which

haa been demonstrated to be greater than that. ot the industry •• a

whol•• 4 NBeAt. ,nalys18 shows an expansion of the current 25 baaia

point earnings lone to 100 baaia point. for total int.eratate access

.arnings will better address the pool.· earning. volatility_

In i~. co-ment., NICA recommended that at le.st a two-year

aonitorlng period .hould remain for the MaCA pool., ••~bl18hed

that ratepayera are fully protectecl by the tariff review and

coaplatnt processes, and atated that MECA 1e willing to asslet the

Co..i •• ion with it. rate of return data-9at.hering effort.

In 'the•• a.ply Couenta, NECA acknowledCJee extenaive support

by other c~nt.ra for ita proposala, respond. to CODent. opposed

to HECAt. positions and .upports industry proposal. tor rate ot

return repr••crlption tri9ger. and coat of capital .ethodoloqi•••

rr. CCWMDftI_ AIID ncA COM'lle. ~ 8".0&' II•• UJrITUY ItATa O~

U'IUU roa IIPRUTATB AeelS. .aVles. BASBD UfO. BILL
OPaat'l. COUUY DAD.

Hone of the coa-enters oppo.ed the retent10n of the unitary

rate of re~ur". COamenter. overwhelaingly aqreed that this

fond.mantal principle re.ain. essential to the teleco..unioation.

industry, and that it Should be based upon Bell operating company

4 ... MICA'. Cem.enta at 10-11.



(DOC) dat.a. S OPASTCO "recouends that inforJI~tion pro\'ided by the

Bell ~atift9 companies (8OCs) be used as the basI. for

caloulatl"9 the unitary rate of return~ and further states that

W(t]he BOCa provide a readily available source of intoraation which

viII prove a atabl., reliable baaia for calculatlnq the unitary

rate of return,-' NTCA quotes the Commi••lon'. endoraeaent that

the pre.cription of a aingle rate or return for .xchan98 carriers'

interstate ••rvice. "beat balance. adminlatrative ease wIth

fairness,"'

MTCA also stress.s that "the aaint.nanc. of a unItary ROa 1s

likevi.. lapliclt in the UnIty l·A Agr••••nt principl.S and tbe

ace••• charg. rule. which incorporate Unity i-A principl.....

Con.idering the historical significance and current need for the

unitary rat. of return, HECA recommends that the coui••ionts tiNl

action 1n this proceeding shOUld continue the policy of pra.cribt"9

the unltarr rate ot return tor interstate access .ervice••

I ... ALlII&L at. I-a; B.ll Atlantic at 11 BellSouth (endor.tnt
UftA) at 1, C.sco at 11 CftT at 1; COIUIUnity Service .~ 11 Dell'll
Telephona at II freelerick It War.lnner at 21 LaHar-pe Telephone at 1;
Lexinqton Telephone at 1; Mid-towa Telephone Co-op at 1 J N'l'CA at 2­
4, "ebr••ka Canuel Telephone at 11 Nicholville Telephone at 11
otASTCO at 2, Pacific Companie. (endar.ing USTA) at 1; Roanoke and
Bo~etourt Telephone at 1; Rural Telephone a~ 11 Shenandoah at 1;
SH~ at 2, SWft (endorall1CJ UftA) at 11 Top.h•• Telephone at 11 UST"
at 4-'; UTILCO .~ 11 Van Horne Telephone at 1 and Wisconsin State
T.lephone ueoolatlon at 2. .

6 OPUTCO at 3.

7 NTCA at 3 and note 5.

• 14.



XIX. COMIIIft_ AD IIBCA Aft•• Olf XODIJ'IOA'1'IO.. '1'0 ItA'll 0' 11t'0IUr
alCllJU'IIOJI" JIUORCDDPl' JllClWftSU.

co-aeate~. agr.. t~t the Tariff ae.ie. aDd
C~1.1.t .ro~•••e. ar. afteatl.. laforo...Dt
Xeaba.l... that Will ••rve th...tap.yar••

Numerous coaaentere and NECA agree that tar1tt revi.w anet

complaint proce.s.s wl11 tully protect ratepayers ot int.ratate

acee••••rvices.' Roche.t.r, tor example, states "[t]b. tariff

r.view and ooaplain~ procedure., .oreover, constitute .ufficient

tool. tor ~h. CO.-i••lon to ensure compllance with Its rate ot

return pre-eriptlona" •10

Mel 1. the only co..ent.r arquing tor preserving automatic

refund•• Mel .tate. "the tariff review anel fO&'1Dal complaint

proc••••• wl11 be extr••ely unwieldy and inetficient 1»01. tor

enforcing the ROIt pre.cription ••• [i)nd••4, forcing ratepayer. to

tend tor thea••lve. 1n .uch • mann.r vill virtually 9Ua~ant.. that

ROa prescription violationa on the part ot non-price cap lOa viii

generally 90 unrUMM!1ecS"." Mel Would bave the co_i••ion ..tnta1n

the court-ov.rturned .\lto••tic r.tund rules aa oppo••d to rallanoe

on tariff revlew and co.plaint proce••••• u Mel also reco.mend.

that • [allthough the automatic retuneS rule pr.viously penaltte4 the

, In ."pport of britf review and co.plaint proc..... In lieu
ot Part 65 autoaatic retund rule. tor earn~n9. enforcement ...
Bel.18OUth at " lftCA at 71 OPASTCO at .. , and Roch••ter at 40.
Partie. explioitly opposlnq the applloat1on of ab autoaatlc retun4
rule were Bell Atlantic at 4, Centel at 17, Rochester at 35, and
UITA at 12.

,. Roch••tar at 41.

" Met at. )0.

12 Jj.
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LEC. to .aka refunds either through prospective rate reduotion. or

direct paYD*nta,Cnote o.itted] it would be preferable to simply

require direct payment. to access service customers".iJ

As explained in MBCA's comment., ratepayers are fully

protectecl and best served by the taritt review and oomplaint

process.'· Ratepayers are protected by the co_is.ion 8Crutiny

that each tariff filing reoeives and by the intarexchange carrier.'

vigilant aonitoring ot both the tar1ft t111ng8 and the rate of

return report. tor each exchanqe car~te~. As NECA pointed out 1n

its coaaent., occurrence. ot overearnin9. have been identified and

addressed tor many year. without an automatic refund provision. t
'

MICA and other co..enters, .or.over, discus. the agenoyt. legal

obligat.ion to taka into aocount all relevant tacta and

ciroWlstanoe. betore ordering a refund 1n a given c•••• l'

There i. no need for the cODi••ion to r.spond at this tl.e to

Melt. preterence that recognition of SCa' overearnlnq. be on a

direct retund basi. .a opposed to a prospective rat. or revenue

requirement adjuat••nt. Th. preci•• natura .of the remedy oan be

most .ffectively deten1ned on a case-by-caa~ basi.. PromuIgat1ng

• specifio rule WOUld, therefore, be an unn.~asaary Iiait.ticn on

future commission discretion.

1J 14. at 33.

t4 MICA at 1.

tS lsi. at 7 end note 15.

16 bA MICA at 7 and note. 16 and 17; C.nt.l at 19-25 and USTA
at 73.



XII.I. C~..te~. Agr.. th. Co..issloD .boul4 Appl, tb.
Autbori.e4 Rat. of a.tura 08 • 'fot.l Iat....tate
Acee.. ".le fo~ all ••t. ot aetura IZcba.9.
ca~rier., IDolu41nq tbe MBCA,oola.

HECAI. Comments recollmended that the authorized rat. ot

return for carriere participating 1n HECA's revenue pool••hould be

applied on a total interstate access basi•• 17 Several other

coaaentere shared that position. Centel, for example, stat•• "the

Co.-i••ion .u.t, in order to fairly balance the ratepayers'

intere.t. witb a Lie'. intere.t in avoiding capital flight,

calculate any over.arning. by analyzinCJ the a99Te<Jate rate ot

return on interstate acee.. of allot the holdinq ooapany·.

telephone operation•• ·" OPASTOO note. that ·Ca) new refund rule

which calculat.. refund. on an overall interstate access baai. is

en excellent proposal," and conc1ud•• that such an approaob would

provide "inc:raa.ecS stabilit.y for all ama11 co.pani.. in the

pool...." Finally, USTA observ•• "(c)ata90ry by cateqory refund.

are not authoriled under recent d.ci.lon•• ~a

only Mel supports continuing accesa .ervice catetJory earnings

aonltorlnq.2' Mel 8u9geats that "a ••rvic. c:.tego~y refUnd rule

would be f~lly responsive to the court's invitation 1n the

Auto••tlc RefUnd Dec1810n to -fashion ••• a retund mechani•• that

•
• 17 MICA at 8-10.

,. Cent.l at 27.

" OPAS'1'CO at ...
ao US'J'A at '1.

Z1 Mel at 31.

7



does no~ contradict the Commisston's underatandinq Of ita rate of

return pr••cription'".u

NECA .troll91y d18Aqrees with Mel '. recommendationa. In

rejecting the commi••ion'. automatic retund rule, the Court .tated

that -[al carrier with profitable and unprofitable busine••

seCjpl$nta may easily find that makinq retunds on the profitable

••penta ••ana that it earns las8 than the required .inlaua rate ot

return Oft ita overall operation." and that" (i)ndeed the Cout••ion

it..lf acknovledqed tbat requirlnq refunds by bU.lne••••CJIlent ' ...y

prevent a carrier from earninq its overall authori.ed return'

within a .ingle two-year period. aU Th. Court further atated that

investor., "inv.at 1ft • carrier aa a whole, and not jU8t 1n one or

another ot it. business segment•• uK Mel·. interpretation of the

Court 'a Autoaatic Refund Decision 18 wronq. The COU" Clearly

••ked the co_i••lon, on remand, to provlcse 8ubatantt.tion for any

refund aechani.. in li9ht ot the "oonatltutlonal doctrine ~bat an

agency rate order 'viewed in it. entirety' muat produoe a just and

reasonable 'total effect' on the regulated bu.ln•••• • a

The Whol. thrUst of the Court'. deci.ion i. to enaure equity

tor the parti.. involved. The rate of return must not be applied

at too flne a level of detail or a carrier v111 be precluded

u 14. at 32 quotlng 'TIT v. roc 836 r. 24 1386 (D.C. Dlr 1988)
(Autoaatl0 aefund Decision).

a ATI! y. peC at 1391.

M 14. at 1392.

2S H.

8
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III.C.

unrea.onably t~c. balanoin9 earninqs shortt.ll. with overearning8

to aohieve a\lthorize4 earninq8 ovorall. Unanticipated .van'tl, stach

a. chang.. in regulatory requirement., can cause shifts 1n cost.

and revenue. betwe.n NECA' 8 Co_on Line and Traffic Sensitive Pools

durinq tariff periods with con.equ.nt earnin9_ iapacta. • N'ECA

ball.v•• that application of the rate of return at. the total

interatate level fully protects acc:.ss customer. and avoleS.

unnecessary handicaps to ICa.

Ca.ae.~er. Air.. the co-alaaloa 8houll alott a 100...i. 'olat Butter lo.e foz ~ot.l Iaterstate aoo•••
aar-iaos IDtorc••ent.

HECAts comments demonstrated that the NECA pool', which are

8ubject. to rat. of return re9Ulation, experlenc. .arnings

Iluctuations so.. tour tim.s ~e4t.r than that experienced by the

indu.try •• a whol••17 IIECA .howed that couon Line Pool earning_

results averaqed 31 basia points ~low authoriZed levels for the

years 1984 through 19.8 (representative of the Industry when all

Ee. participated) and thet the Traffic Sensitive Pool earning. tor

• period of comparable lel19th (When only ...ller ace participated)

averaged 119 polnt:. below authorized level•• - NECA therefore

H ~ an exaap1e, the Comai••ion hal recently indioated that
it ., inv.stigate the poasible "over-allocatlon of General SUpport
Paol\ltl.. (GS') coata to epecial acc.••". in the oontext of
expanded interconnection of inter.tate .pecl~l acce.. .ervices 'to
all interested parties. This Investi9a~lon.has the potential ot
Chanting the GS•. cost allocation to other Part 69 rate eleaenta
while reducing the allocation to special ace••••

U ... MlCAts Coaments at 10-12.

-14a.
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reco..ended that a 100 basi. point butt.r zone i. warranted to

recoqnlle the greater volatility ot WHCA'. revenue pools. Sever..1

comaenter. al.o recommended an expansion of the earninq. buffera."

There were no comments opposing an expan.ion of the butter lones

tor interstate access earning'S monitoring_ MICA sub_!ts that

lII.D.

sUfficient data has been provided to warrant the Co_i••ion'.

enlar9ing of the butter zone to 100 baais po~nt. to recognize the

9reate~ earnlft9. volatility ot smaller IC••

..

Co..eD~.r. Agr.. th.~ ~he~. 'hou14 •• .~ Le••t a
two-r.ar Ko.i~o~i.9 '.~104 rot ~radltioD&l Rate of
••tuzoa boullge carrier., 1801u41a9 the araca .0011,

MICA" eo_nt. stated N&cA'. revenue pool., witb t.b.ir

docu••nte4 earnings vo1atillty, warrant continuation ot at least a

tvo-y.ar aonitoring period.- MICA believes the current t~-y.ar

period tor ...aurin; earning_ pertoraanee bas worked well and at

l •••t a tvo-year period i. • •••ntial if the HECA pools and other

oa~rl.r. aUb'ect to traditional ra~e of return regulation are to

r.alize the .arning. level. 4e.aed essential by the commi••lon.

other cc.aentera atate4 that a two-year aonitoring period was

nee•••arr' anet ~.r. were no proposals reco...ncUnq that the

aonitorll\9 period should be less than two y.ars. Cente1 advocated

that the CO-l••1on should mea.ure compliance with the rate ot

return pre.cription over the term the rata i. 1n ettect.

1t .1M cent.l at 261 OPASTCO at " and USTA at 81.

• MICA'. e~nt. at 12-14.

Jt e.ntel at 261 OPASTCO at 5; and USTA at. 82.

10



IV.A.

Hi.toriea11y, such periods have been lonqer than two year•• R

1'1. .1eA'. UI'0II81 ~ COMICINTIR. alGuD'xwo RATiOI' 1l11'1JJUl
ana.eIlIPTIo. ~RIGGD. UJ) COST O. CUI'I'U, NlftODoLOG!18.

.ICA luppo&-t. Coaaeat.Z'.' 'ro,oa.l. for a I.i·
Auto_tio .epr••crlptioD 'I'~iCJger a••ect Upoll aa
fv,blia utl1itr BOD4 Data, aD4 a 150 ..ala 'atilt
~~i99.~ Ion. 'l'oqetber witb a 'ia-Moatb KoviD9
~ver·9··

The commi••ion'. Notice invite4 co~ment on:

it. rroposal Mto adopt a triqq.r that allows (the
Co....1on) to identify whon the!:. bas been a
aivnlticant chang_ in capital .arket. that ia
likely to per.iat over time-; an4 whetber aucb a
trl9gering mechanism should automatioally initiate
• repr••cription proceeding or whether further
.n41ysls would be .required betor. inltiatinq ..
~.pr.acription (a •••i~.utom.tlc tr19ger).D

Nwaerou. parties support the Commis.ion's proposal that a

tri9;ering .echant.. 1. superior to current Part 65 rul.. ~hlch

require a reprl.cript.ion each aecond calendar ye.r. M Moat of

tb••• parties believe a •••i-automatic trigger will best aeet the

Co.-i••lon'a objectives, including the primary Objective of

ad.inlstratlve aiapliclty.u

For example, Cent.l stated that .. [w] Ith a seml-aQt01Datl0

sa Cent.l at 26.

D Hotig. at paras. 21 and 25.

.. M au Bell Atlant.l0 at 21 CalICo at a, C8ntel at 21 Co_unity
Service at. 21 O.lhi at 2; Fred Willia.aon at 2; Frederick ,
Warlnner at 5; GSA at 61 LaHarpe Telephone at 21 Lexington
Telephone at 2, Mel at !; Mid-Iowa at 21. NTCA at 51 Nebraeka
Central Telepbone at 2; Nicholville Tllephone at 21 OPASTCO at 4;
Roanoke , Bot.tourt at ZI ROChester at 15; aural Telephone at 21
ShenaMoab TIlephone at 21 SNBT at 3; SOT at 1, Topsham at 2; SBA
at 71 USTA at 311 UTILCO at. 2; and Van Horne Coop. at 2.

" But , •• GSA at 6 for ita support ot an automatic tr19ger.
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tri99ar, atter the triggaring events have occurred, o~h.r tactors

would be exaained to determine whether a repre.crlption proceeding

is warranted. • • equity and debt costs rates do not n.c••sarl1y

move in lock-step taahion".M Frederiok' Warinner stated that the

adop~ion of • selli-autoJiatic trigger "would provide a healthy

ing&-e41ent ~O the proce•• by eneuring that the need for any

resulting proceeding was publicly juatltied and docum.ntedw.~

NBCA concur. with USTA'••uPPort of a "•••i-AutO••tlc trigger

.eohanl.. tha~ would 1ea4 to c~nce~ent of • repre.crlptlon at

the ti.a that thera haa been a 150 baal. point shift in the .ix­

month .oying average of Aa public utility bond yi81d. a. aea8ure4

by MooeSy·. 80nd Record, that lasts for .bc oonsecutive .0ntM,

co..nclftCJ atter the coapl.tion ot this rulemakinq...se TIli•

• ea.ur.ment would .erve a. a bAnA tl41 aignAl to the co.-i••lon

that a .i9nificant chang_ in the cost ot capital has ocourred.

MICA recoJUllends that the COuis8ion disregard BBAt •

•ugge.~ion to bas•• trigger mach.ni•• on the capital cost. ot the

••aller ICe." SM'. racoa.ndat.ion ignor.s t1l0 ot the

Co.-i••ion'. central objective. in this proc••ding: 1) to

pre.cribe the unitary rat. ot ret.urn tor int.rstate aCQe•• services

and 2) to reclUce r89ulatory burden. on all lnter••te4 partie.

«

!6 Cent.l at 4.

J1 heelerick , War-inner at 5.

• UITA at 33-34. These public utility bond. ar. lonf-tara
bond. tha~ U8UAlly axten4 trom twenty to thirty year••

st llA at 7.
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associated with ~eprescrlbin9 an interstate access rat. ot return.

Aa discu••ed below, the use ot BOC Form M data strike. the beat

balance of presoribing the unitary rate of return representative ot

all IC.' interetate acc... .ervice. while also achievinq

edaln18trative ai.plicity due to the easy access ot auch publicly

available 4at••~

IfECA also reoopeneSs tha1: the Coui••1on cU.regard GSA's

sU9gestions to evaluate each August that aonth'. ten·year Treasury

"boncl" yIeld rel.-tlve to t.he yield at til- ti.. ot the l ••t.

r.prMcription and to use this benobMrk to repr••cribe the rate ot

return." Ten-year Treasury "bond" data i. not representative ot

loni-ten debt, which constitutes the overwhelming preponderance of

exchal\ge carrier debt, an~ ia, theretor., not a aeani"9tul proxy Of

zes' borrowing co.ta. Nor doe. e bond yield tor one JIOnt.h 9ive an

accurate reneserlnq ot the capital ..rket worthy ot tnittatin9 a

repr.scrlption.

NBCA believe. tha1: the ...i-autoutio tri9geri1\9 ••chant••

d••oribed above, whloh h.. been proposed by numerous other

co..entera, be.~ ..ets the coaml..ion'. objective. ot

staultaneoualy reducing adminiatrative burdens and accurately

....8urill9 .hlft. in the cost of capital fOJ: interstate aCCG.s

••x:v1c...Q

~ ... Section Iv.a. intra.

" GSA at , and 10.

u 8811 Atlantic at 2, Cent.1 at 2-6, Frederick •••rinner at



IV••• M'BCA 8uppoz-ta Coaelltera I'ropo.tag Cost or De»t &.4
Capital structure Caleulatio~. ..... OB 100 ro~ •
Data.

A tundamental COmmission objec~ive in this prooeedin9 1. to

reduce adJIlnl.~rativ.burdens associated with repr••crlptlona. The

work it••• most clo••ly associated with generating burdoneo•• wo~k

loads ia the collection ot data to calculate ECs' cost ot debt,

coat of equity and capital structure. One major .1.pU,tication

would be to .lnlalle burdens ••sociated with the actual data

;athering tOf: these calculation.. '.l'he US8 ot 80C Fon N data

.i.plltt•• the co..i ••ion's data 9atbe~ing effort. while a1.0

providing the best information tor rat. or r.tu~n repre.crlpttons.

NIeA aupport. OBTA'. proposal to us. BOC rora M data •• the

baai. tor repr••criptlona of the unitary 1nte~at.t. acee•• rat. of

return. Q 80C '0", Ie data can .a.ily be '1-.4 to calClulate a

co.po.it. SOC capital structur. and oo~.ite SOC C08~ of debt tor

~.. ln repre.cript.ion8. 44 NECA reOO9"il.fJ that oalOU1.tint t.he

co_posit. BOC coat of equity !s I'ore difficult. Since the

appropriatene.s ot applying a part.icular cost ot equ1ty aathOdology

ia likely to vary over ti••, KECA concurs with USTA'.

reooaendatlon that. the COmJIi••lon should not adopt • .pecific

aethodolO9Y or ..thodologie. for e.tiutlJWJ the coat of equity in

thi8 prOC4MClirICJ. 4' The COIUIi••ion should penit participant. 1n.
a rat. or return repr••eription proeee4in9 the latitude to pre.ent

Q Us-rA at. 58.

44 14.

45 14. at .,.
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the .ethodolO9Y(i.8) as the need tor represcriptlon arises.

". IIBCA 1lIIG1•• WlLLIJlG TO ASSIST THB COHKI88IOtI .Ior. I'll -.AT. OP
aft1Jall DAD·QAUDIlfG _nOllT.

MICA t
• eo_ent.a at.ated it. i. willing to .erve, should the

Coui••ion deoide that it. asslstance "auld be of value, in

9at.herlnq elata to be u.ed with the rat. ot return trigqerin9

mechani•• or r.pre.cription••" NICA tentatively agreed with the

eommi••ion that the proposed responsibiliti•• could be atructured

.0 that th.y would _tnt.ally impact NECAt. category I operating

.xpen.... MICA a180 stressed that it must r.ly exolusively upon

publicly availabl. SOC data and purcha.e. ot available data tro.

outside the Ie industry. NECA does not. presently collect data fro.

it••••bar. that could be used. in the tri9gering or repre8crlption

proc••••••

NTCA .tr..... that "the Coami••ion .hould proceed cautiously

betore requlrlnq MICA to pertor. non-mini.tar!al duties that a1gbt

involve it 1n the exerci•• of dl~retionMOre appropriately left to

the COJl1Il••1on or that .1qht otherwise place MICA 1n a position of

not being able to act •• an agent of its me.bers or of haVing to

r.pr•••n~ cQnflicting int.r••t.".~

Met believ•• HIC~'. participation could be • temporary on••

until the eo..l ••1on determines wbich ICe .hould be required to.
partlo1pate .nd file data to ba used with repr••crlp~ion., -t.he usa

of NICA .s a data oollection, proo•••inq and ti11ft; entity tor the

46 MICA at 5-~.

41 MTCA at 7.
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tIC. in represoription proceedinqs appear. to be a useful

proposal"_"

USTA recommends that the Commission "should not aandate

participation by any party_The Commia.ion retaina aufficient

authority to reque.t the raw data it ••y find nece••ary to a•••••

the need for repr••cription".u Fred Willi.ason .tate. that, if

an industry-wide data gatherlnq were nec•••ary, it could be

directly provided to the co..ission, without third party

int.ervenor••"

Given the i ••ue. raised, NECA agrees tbat the duties ass1gned

to it in this proceedinq should be exclusively a~.inlstrat1v., and

that it. participation should 1n no way ii.it any Be'. ability to

deal 4irecrtly with the Co••i ••lon. Sbou14 the Couiaslon detenine

that MICA'. partioipation i. warranted, NBel would be wl111n9 to

•••i.t.

NICA and nuaerous cOlDllenters endore. the COIIJIliaa!on ••

review of the rate ot return repr••cript1on p~ocedure. and aupport

the continued \l•• of the unitary rate of return ba.ed on ,ell

41 NeI at. 23.

4t \lSTA at 23. bt ael, BaA at 11 wbich auppol't. NBcA aa a
.andatory partioipant. SSA l1ase* ttli. reco...ndatlon on the
a.G~ptlon tha~ MICA bas the resource. and information needed tor
calculating. rat. ot return. MICA ha. atated in it. CObent. that
1t do.. not pre.e~tly collect ~be data nec•••ary for the rate ot
return calculation.. AlA MICA at 6.

M 'r~ Willi.aeon at 1.
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OperatinCJ Company data for total interetate ace... ..rvie•••

Modifications to the rate ot return procedures recouended by HICA

in it. cOJIJMnt. bave a1.0 been supported by oth.r partie. and

ahould be adopted by the COJllllisslon. These .o<llt1cationa include:

the use of the tariff review and complaint processes as .frective

enforcement ••chanisms; the authorized rate ot return .hou14 be

applied ~o all rau of retut'n exchange carrier., including the NECA.

poola, on a total lnt.ratat. access ba.i8, and that a 100 basia

point bufter lone and at leaat a two-year aonltorift(J periocS should

be Inoorpo~.t.4 into the revised rate of r.tu~n rul•••

MBCA 81so supports the us. of 8 ••ai-auto..tic tri9ger a.

d••cribed by US1'A and believe. that BOC Fot"'a Mdata should fora the

ba... of coat of debt and capital .tructure calculation.. MICA

r ...ina willing to a.al.t the Commi••lon with it. rate of r.tut'n

dat.-9a~.rint effort.

Respectfully eubaitted,

NATIoNAL EXCIWfCB CARRIIR
ASSOCIATION, IlfC.

Ita Attorney

october 13, 1993
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UP..IS ..

co...ntil\CJ 'artie. on September 11, 1992, in addition to HEel,
regardint the Co~i••ion'. »otici In CC Docket No. 92-133:

ALLTEL service Corporation (ALLTIL)

The Bell A~lantic Telephone Co_panta. (Bell Atlantic)

BellSouth Telecomaunications Inc. (BelISouth)

Ca.co Telephone Co. (Caeco)

eentral Telephone Company (Centel)

Cinoinnati ae11 Talephone COllpany (eBT)

Citi.ens Telephone Coapany (Citizens)

Co..unity Service Telephone Company (Co..unity Se~v1ce)

belhi Telephone coapany (Delhi Telephone)

Fred willi••8Oft , Aa8oclat••, Inc. (Fred Willi.aeon)

Frederick , WarInner

General Service. A~ini.tration (GSA)

Raapden Telephone Company (HaJltpden)

LaHarpe Telephone Company, Inc. (LaHarpe Telephone)

taxift9ton Telephone co.pany (Lexington Telephone)

Ligonier Tel.ph~n. Co.pany (Ligonier)

IleI 1'eleco..unicatlon. corporation (MCI)

Mid-Iowa Telephone CO-op Association (Kid-Iowa Telephone co-op)

If.tional -r.lephone Cooperative A••celation (lfTeA)

Nebraaka Central Telephone company (NebraSka Central Telephone)
It

Nioholville T.lepbone Coapany, Ina. (.iobolville Telephone)

Ortani.atton tor the Protection and Advancement of S..11 Telephone
co.pani.. (OPASTCO) :

Pacitic Bell and Nevada Bell (Pacific COMpanie.)

1



Roanoke and Botetourt Telephone company (ROanoke and Botetourt)

aoche.t.~ Telephone corporation (Roche.ter)

Rural Telephone Service co~pany, Inc. (Rural Telephone)

Sel0 Mutual Telephone Association (seio)

Shenandoah ~.l.phone Co.pany (Shenandoab Telephone)

Southern Mew England Telephone COapany (SNET)

Southwe.tern 'ell Telephone company (SWBT)

top.b•• Telephone Co., Inc. (TopshaJi telephone)

U • Weat Co..un1cat10n., Ino. (UBWC)

United Stet•• Saal1 Busines. A~ini.tration,

Office ot Advocacy (SBA)

United Stat•• Telephon. A••oelation (U8TA)

United Telephone Compani.. (United)

UTILCO, Inc. (0'1'1LCO)

Va" Horne Coop. Yelephone company (Van Horne Coop.)

W1.oon.1n state Telephone A••ociation
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